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Chairman and CEO message 
A s the health care industry continues to evolve, key trends are 
emerging as forces of change: Consumers are better educated 
and more involved in health care decision-making ... There is 
increased scrutiny and regulation at all levels of government ... 
The industry is continuing to consolidate ... The use of tech-
nology and information is improving patient care. 
In the past, health care was provided through indemnity 
insurance that focused on treating people when they 
were sick. Today, network-based health plans such as 
health maintenance organizations (HMOs) and 
preferred provider organizations (PPOs) focus on 
wellness and prevention and improving the 
quality of life for people with chronic conditions. 
In fact, more than 160 million Americans nation-
wide have chosen network-based health plans. 
Our experience at Blue Cross and Blue Shield of 
Florida (BCBSF) mirrors this trend. Of our two 
million customers, nine out of 10 have chosen 
Health Options (our HMO) or one of our PPO 
products. 
We care about our customers and it shows 
through the array of products and services 
continued on page 4 
B lue Cross and Blue Shield of Florida (BCBSF) continues to be recognized as a 
leader in an increasingly competitive health 
care marketplace. Why? Because Floridians 
know we care - about your quality of life, 
your ability to remain healthy and your 
access to the right care in times of need. 
Every year, we build on our commitment to 
provide Floridians with access to high quality, 
affordable health care. And 1997 was no excep-
tion. From newborns taking their first breath to 
seniors enjoying their golden years, our programs 
continue to provide extra value in terms of preven-
tion, early detection and illness management. 
At BCBSF, we emphasize both value and quality. A mea-
sure of our quality is Health Options' - our health main-
tenance organization - full accreditation from the Nation-
al Committee for Quality Assurance (NCQA), an indepen-
dent, non-profit organization that accredits 
network-based health care plans. Full accreditation means 
Health Options meets or exceeds NCQA's stringent national stan-
dards for quality management and improvement, physician 
credentialing, preventive services and medical record management. 
President and COO report 
continued on page 5 
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to our customers' 
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well-being is one 
of the reasons 
why employers 
across the state 
turn to BCBSF." 
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Chairman and CEO message 
continued from page 2 
we offer. For example: Our Healthy Addition program provides 
prenatal education and helps women with high-risk pregnan-
cies deliver healthier babies. Our programs for illnesses such as 
asthma, diabetes and congestive heart failure help members 
with these conditions improve the quality of their lives. 
Medicare & More is our specially designed HMO product for 
seniors that offers benefits that aren't covered under traditional 
Medicare. And, Personal Health Advisor, a 24-hour health infor-
mation service, provides members with access to registered 
nurses and medical information. 
This commitment to our customers' health and well-being 
is one of the reasons why employers across the state turn to 
BCBSF to provide quality, affordable health care coverage for 
their employees. From major corporations to small business 
: owners and from state employees to federal employees, 
• BCBSF is the number one health care choice. 
We also care about ensuring that our health care system evolves 
in a positive way. That's why we continue to work with cus-
tomers, industry partners and government to build mutual 
understanding of health care issues. We keep our customers and 
other Florida consumers informed about legislation under 
consideration in the state legislature or Congress. And we 
encourage them to get involved in the process. 
Through our 1997 grassroots program, 11,000 customers 
contacted their state legislators to discuss health care pro-
posals, and 250 business decision-makers wrote letters. 
Together, we stopped potentially harmful legislation from 
passing as well as supported key measures that did pass. 
Through our combined efforts, we helped protect a con-
sumer's right to choose from among a range of health care 
options including HMOs, PPOs and fee-for-service plans. 
• Moving forward, we pledge to continue this important work. 
As part of the planned evolution of a strong and growing 
company, I will retire as BCBSF's chief executive officer June 30, 
1998. Our Board of Directors has appointed Michael Cascone, 
currently president and chief operating officer, as my successor. 
I will remain as chairman of the Board. 
4 
Mike has been part of our company for 30 years, and his 
leadership has played a key role in our success. You could 
not ask for a stronger, more capable president and new chief 
executive officer to lead BCBSF into the next century. It has 
been an honor for me to serve in this position for the past 
19 years and share with you our successes in becoming a 
leading health care company - successes we have achieved 
through products and services that show our customers 
we care .... 
William. E. Flaherty 
March 31, 1998 
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President and COO report 
continued from page 2 
I 
I • 
Our 1997 financial performance and enrollment gains underscore 
our success in meeting customers' health care needs. 
Representing the ninth consecutive year of positive financial per-
formance, our 1997 consolidated net income was $50.9 million 
on revenues of nearly $3.2 billion. Policyholders' equity grew to 
$836 million - an increase of $77.2 million over 1996. 
Continuing to increase policyholders' equity is a sign of the 
financial stability we offer our customers. Policyholders' 
equity is a critical measure of BCBSF's ability to meet its 
obligations when claims or expenses are higher than antici-
pated or during times of economic uncertainty. It also 
enables the company to invest in new capabilities and 
products during times of rapid industry change. • 
In 1997, we achieved an overall enrollment gain of more than 
100,000 new customers. These gains were further bolstered by 
continued growth and retention in the Federal Employees 
Health Benefits Program. In fact, BCBSF is the number one 
choice for Floridians employed by the federal government, and 
our retention rate in this program is 99%. 
We're also pleased to report the state of Florida Employees' 
Group Health Self-Insurance Plan has once again chosen 
BCBSF as its third-party administrator. Effective Jan. 1, 
1998, BCBSF began administering this plan for more than 
200,000 state employees, dependents and retirees. • 
BCBSF, an independent, tax-paying mutual health care company, 
is subject to the same regulation by the Department of Insurance 
as other commercial insurers operating in Florida. In 1997, the 
company paid more than $50 million in state and federal taxes. 
Based on our strong market position, good earnings profile 
and excellent capitalization, the independent insurance rat-
ing firm of Standard & Poor's reaffirmed our "A+" rating for 
the seventh consecutive year. The company also received its 
fourth consecutive "A" (excellent) rating from A.M. Best, 
another company recognized for evaluating insurers. • 
We completed construction on a new office complex in 
Jacksonville during 1997. The 640,000-square-foot facility 
supports corporate objectives to maximize organizational and 
financial effectiveness by bringing together employees previously 
located in 15 different sites in Jacksonville. In dedicating the new 
campus, we reaffirmed our commitment to build quality pro-
grams, increase the value of our products and improve service. 
I look forward to building on that commitment as I assume 
the leadership responsibilities of chief executive officer this 
July. At BCBSF, you can rest assured we do care about you and 
your health. 
Michael Cascone, Jr. 
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Chairman and CEO message 
continued from page 2 
we offer. For example: Our Healthy Addition program provides 
prenatal education and helps women with high-risk pregnan-
cies deliver healthier babies. Our programs for illnesses such as 
asthma, diabetes and congestive heart failure help members 
with these conditions improve the quality of their lives. 
Medicare & More is our specially designed HMO product for 
seniors that offers benefits that aren't covered under traditional 
Medicare. And, Personal Health Advisor, a 24-hour health infor-
mation service, provides members with access to registered 
nurses and medical information. 
This commitment to our customers' health and well-being 
is one of the reasons why employers across the state turn to 
BCBSF to provide quality, affordable health care coverage for 
their employees. From major corporations to small business 
: owners and from state employees to federal employees, 
T BCBSF is the number one health care choice. 
We also care about ensuring that our health care system evolves 
in a positive way. That's why we continue to work with cus-
tomers, industry partners and government to build mutual 
understanding of health care issues. We keep our customers and 
other Florida consumers informed about legislation under 
consideration in the state legislature or Congress. And we 
encourage them to get involved in the process. 
Through our 1997 grassroots program, 11,000 customers 
contacted their state legislators to discuss health care pro-
posals, and 250 business decision-makers wrote letters. 
Together, we stopped potentially harmful legislation from 
passing as well as supported key measures that did pass. 
Through our combined efforts, we helped protect a con-
sumer's right to choose from among a range of health care 
options including HMOs, PPOs and fee-for-service plans. 
• Moving forward, we pledge to continue this important work. 
As part of the planned evolution of a strong and growing 
company, I will retire as BCBSF's chief executive officer June 30, 
1998. Our Board of Directors has appointed Michael Cascone, 
currently president and chief operating officer, as my successor. 
I will remain as chairman of the Board. 
4 
Mike has been part of our company for 30 years, and his 
leadership has played a key role in our success. You could 
not ask for a stronger, more capable president and new chief 
executive officer to lead BCBSF into the next century. It has 
been an honor for me to serve in this position for the past 
19 years and share with you our successes in becoming a 
leading health care company - successes we have achieved 
through products and services that show our customers 
we care . .. . 
WilliaJD E. Flaherty 
March 31, 1998 
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is the nu1nber 
one plan of choice 
for Floridians 
employed 
by the federal 
government. 
• A s he approached his 48th birthday last year, Melvin "Tommy" 
Blackmon, a civilian electronics technician for the Navy, hadn't 
had a physical in at least a decade. Then he started having problems 
reading. The father of two also started thinking about his own 
father, who had died of a heart attack at age 66. 
Tommy - who keeps the computers humming at the Navy's 
primary flight school at the Naval Air Station Whiting Field in 
Milton, FL - is a federal employee. Through the Federal 
Employees Health Benefits Program, he is covered under BCBSF's 
Preferred Provider Care (PPC) plan. Tommy decided a visit to 
• his family doctor was in order. 
Turns out all he needed were reading glasses for his eyes. But as 
part of his physical, a blood sample was taken. It was abnormal, so 
he underwent two blood-sugar tests. The results: Tommy's fasting 
blood-sugar level was 140. According to his doctor, Paul McLeod, 
M.D. , Tommy had type II diabetes mellitus. 
Tommy was shocked. With no family history and no symptoms, 
the possibility of diabetes had never crossed his mind. The good 
: news, Dr. McLeod said, was that he might be able to control it 
+ without drugs if he lost weight and started exercising. 
Four months later, Tommy returned to Dr. McLeod's office a changed 
man. He was 20 pounds lighter, and his blood-sugar level was 94 -
well below the 126 threshold for diabetes. 
What's Tommy's secret? At work, he avoids the candy machine. 
For lunch, he opts for soup or salad with sugarless tea or diet 
soda instead of a hamburger and fries. For dinner, his wife Becky 
adds extra salad greens and vegetables and limits foods like fried 
chicken. And, regardless of the weather, Tommy and Becky take 
• a walk every day . 
There is no cure for diabetes, but in a few short months, Tommy 
has made great strides to control it. "I feel great now," he says. 
"Without the extra weight, I get around better." 











asleep in his chair anymore," she says. Even their younger son, a 
high school varsity football player who adopted his own sensible 
diet more than a year ago, is impressed. "He's real proud of his 
dad," says Becky. 
"The key is early detection," says Dr. McLeod, a member of BCBSF's 
quality assurance committee in the Florida Panhandle. "By coming 
in for a checkup - even though he had no symptoms - Tommy's 
diabetes is now under control. Because of that, he has the best 
chance to avoid the horrible complications that can occur with 
diabetes if you don't find it early and get it under control." 
6 
Tommy is thankful his BCBSF plan and his doctor encouraged 
him to adopt a healthier lifestyle. " If I hadn't gone to the doctor, 
I still probably wouldn't know I have diabetes," he says. 11 And 
I wouldn't have made all of these positive changes in my life. " 
Tommy Blackmon 
Tommy Blackmon found out about his 
diabetes early enough to control it through diet 
and exercise. Now he takes a walk with his wife 
Becky every day, regardless of the weather. 
We're in North Florida 
Ernie Brodsky, senior vice . 
president of our North 
Geographic Business Unit, 
has lived in north Florida 
for nearly 30 years. Since 
joining BCBSF in 1981, the 
former hospital administrator 
has headed a number of 
our key divisions. 
A member of the United 
Way's northeast Florida 
cabinet, Ernie says, 
"No matter where my wife 
and I travel, we're always 
glad to get back home to 
north Florida. We've found 
it to be a fantastic place to 
live and raise our family. 11 
"Early detection 
can help 1nembers 
identify problems 
and avoid more 
serious complications. 
That's just part 
of the healthier 
lifestyle we 
encourage ... 
because we care 
about you and 
your health." 
,~{Mr 
Ernest N. Brodsky 
Senior Vice President 
North Florida 
• A s he approached his 48th birthday last year, Melvin "Tommy" 
Blackmon, a civilian electronics technician for the Navy, hadn't 
had a physical in at least a decade. Then he started having problems 
reading. The father of two also started thinking about his own 
father, who had died of a heart attack at age 66. 
Tommy - who keeps the computers humming at the Navy's 
primary flight school at the Naval Air Station Whiting Field in 
Milton, FL - is a federal employee. Through the Federal 
Employees Health Benefits Program, he is covered under BCBSF's 
Preferred Provider Care (PPC) plan. Tommy decided a visit to 
• his family doctor was in order. 
Turns out all he needed were reading glasses for his eyes. But as 
part of his physical, a blood sample was taken. It was abnormal, so 
he underwent two blood-sugar tests. The results: Tommy's fasting 
blood-sugar level was 140. According to his doctor, Paul McLeod, 
M.D., Tommy had type II diabetes mellitus. 
Tommy was shocked. With no family history and no symptoms, 
the possibility of diabetes had never crossed his mind. The good 
news, Dr. McLeod said, was that he might be able to control it 
+ without drugs if he lost weight and started exercising. 
Four months later, Tommy returned to Dr. McLeod's office a changed 
man. He was 20 pounds lighter, and his blood-sugar level was 94 -
well below the 126 threshold for diabetes. 
What's Tommy's secret? At work, he avoids the candy machine. 
For lunch, he opts for soup or salad with sugarless tea or diet 
soda instead of a hamburger and fries. For dinner, his wife Becky 
adds extra salad greens and vegetables and limits foods like fried 
chicken. And, regardless of the weather, Tommy and Becky take 
T a walk every day . 
There is no cure for diabetes, but in a few short months, Tommy 
has made great strides to control it. "I feel great now," he says. 
"Without the extra weight, I get around better." 
: His wife notices, too. "He doesn't come home after work and fall 
: asleep in his chair anymore," she says. Even their younger son, a 
: high school varsity football player who adopted his own sensible 
: diet more than a year ago, is impressed. "He's real proud of his 
+ dad," says Becky. 
"The key is early detection, 11 says Dr. McLeod, a member of BCBSF's 
quality assurance committee in the Florida Panhandle. "By coming 
in for a checkup - even though he had no symptoms - Tommy's 
diabetes is now under control. Because of that, he has the best 
chance to avoid the horrible complications that can occur with 
diabetes if you don't find it early and get it under control." 
6 
Tommy is thankful his BCBSF plan and his doctor encouraged 
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I still probably wouldn't know I have diabetes," he says. "And 
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: diet more than a year ago, is impressed. "He's real proud of his 
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in for a checkup - even though he had no symptoms - Tommy's 
diabetes is now under control. Because of that, he has the best 
chance to avoid the horrible complications that can occur with 
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"' S ome days Bernice "Mildred" Jenkins, 67, and husband John, 72, 
cast into a lake near their Clearwater home and catch brim, trout 
and catfish. "Other days we don't catch a thing but fresh air," reports 
Mildred. "But it's good just to be outside and active." 
Hard to believe that just last July, Mildred almost died. An irregular 
heartbeat caused by years of hypertension had left Mildred with a 
weakened heart muscle. She counts Medicare & More - BCBSF's 
HMO product for seniors - among her many blessings. 11 I love it," 
+ says Mildred. "Having Medicare & More is a blessing from God." 
The retiree from the Pinellas County License Board for Children's 
Centers and Family Day Care Homes has reason to give thanks as she 
takes her regular walks or teaches orientation classes at St. John 
Missionary Baptist Church. Last year, Mildred's physicians recommend-
ed she join BCBSF's congestive heart failure (CHF) program. Like similar 
programs for diabetes and asthma, the goal is to help members under-
stand their chronic conditions and take greater control of their own 
health. The result: a better quality of life. 
Before Mildred could begin the CHF program, crisis struck. While 
visiting her brother in a St. Petersburg's VA hospital, an abnormal 
heartbeat sent her into cardiac arrest. Before she was revived and 
stabilized, Mildred stopped breathing three times. After transferring 
+ to the Columbia-Largo Medical Center, she suffered another arrest. 
Help came in the shape of a defibrillator implant and in the person of 
her Medicare & More-participating cardiologist, Dr. John Norris, who did 
the surgery. It worked. Last fall, Mildred's pulse dropped. She was 
poised to have another cardiac arrest, but the defibrillator shocked her 
heart back to proper rhythm. She's never gone back to the hospital. 
Mildred cites more than hardware for her remarkable recovery, 
pointing to Mary Spoeneman, R.N., her CHF care manager. After 
: her surgery, Mary visited with Mildred in her home and speaks with 
+ her by phone every other week. 
"Mary's been very, very helpful," says Mildred. "I feel comfortable 
talking with her. You can tell she cares about you and is a real friend. 
That's what you need in times like these." 
Mary worked with Mildred's physicians to set up outpatient rehabil-
itation and help solve unexpected problems like the time Mildred's 
defibrillator shocked her in the bathtub. Mary also helped Mildred 
organize her pill regimen and encouraged her to read food labels to 
+ control sodium and fat intake. 
She taught Mildred about the warning signs of congestive heart 
failure - swelling in the hands and feet, shortness of breath, fatigue 
and chest pain. Now Mildred knows when she should call her physi-
cians. When she does call, reports Mildred, she never has a problem 
reaching or getting a timely appointment with her cardiologist, Dr. 
Norris, or her primary care physician, Dr. Cynthia Paganinni. 
8 
"Medicare & More doctors are very caring and understanding," says 
Mildred. "I tell people turning 65 I wouldn't live without it." 
Mildred ,Jenkins • 1.S 
Thanks to BCBSF's Medicare & More plan for 
seniors and our congestive heart failure program, 
Mildred fenkins is back to fishing with her 
husband f ohn and enjoying a better quality of life. 
We're in Central Florida 
P ete Burchett is senior 
vice president of our 
Central Geographic Business 
Unit. According to Pete, 
he's about as Florida as you 
can get without being born 
here. His family moved 
to Florida when he was 10 
years old. And, Pete, his 
wife and their two children 
all attended Florida State 
University. Pete joined 
BCBSF in 1988 with more 
than 19 years of health care 
experience. 
"Central Florida is truly 
a great place to live, 11 says 
Pete. "It's such a clean, 
fami ly-oriented environment, 




for asth1na1 diabetes 
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help 1ne1nbers gain 
control of their 
health conditions ... 
because we care 
about you 
and the quality 
of your life." 
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Peter A. Burchett 





"' S ome days Bernice "Mildred" Jenkins, 67, and husband John, 72, 
cast into a lake near their Clearwater home and catch brim, trout 
and catfish. "Other days we don't catch a thing but fresh air," reports 
Mildred. "But it's good just to be outside and active." 
Hard to believe that just last July, Mildred almost died. An irregular 
heartbeat caused by years of hypertension had left Mildred with a 
weakened heart muscle. She counts Medicare & More - BCBSF's 
, HMO product for seniors - among her many blessings. "I love it," 
+ says Mildred. "Having Medicare & More is a blessing from God." 
The retiree from the Pinellas County License Board for Children's 
Centers and Family Day Care Homes has reason to give thanks as she 
takes her regular walks or teaches orientation classes at St. John 
Missionary Baptist Church. Last year, Mildred's physicians recommend-
ed she join BCBSF's congestive heart failure (CHF) program. Like similar 
programs for diabetes and asthma, the goal is to help members under-
stand their chronic conditions and take greater control of their own 
health. The result: a better quality of life. 
Before Mildred could begin the CHF program, crisis struck. While 
visiting her brother in a St. Petersburg's VA hospital, an abnormal 
heartbeat sent her into cardiac arrest. Before she was revived and 
stabilized, Mildred stopped breathing three times. After transferring 
+ to the Columbia-Largo Medical Center, she suffered another arrest. 
Help came in the shape of a defibrillator implant and in the person of 
her Medicare & More-participating cardiologist, Dr. John Norris, who did 
the surgery. It worked. Last fall, Mildred's pulse dropped. She was 
poised to have another cardiac arrest, but the defibrillator shocked her 
heart back to proper rhythm. She's never gone back to the hospital. 
Mildred cites more than hardware for her remarkable recovery, 
pointing to Mary Spoeneman, R.N., her CHF care manager. After 
her surgery, Mary visited with Mildred in her home and speaks with 
+ her by phone every other week. 
"Mary's been very, very helpful," says Mildred. "I feel comfortable 
talking with her. You can tell she cares about you and is a real friend. 
That's what you need in times like these." 
Mary worked with Mildred's physicians to set up outpatient rehabil-
itation and help solve unexpected problems like the time Mildred's 
defibrillator shocked her in the bathtub. Mary also helped Mildred 
: organize her pill regimen and encouraged her to read food labels to 
+ control sodium and fat intake. 
She taught Mildred about the warning signs of congestive heart 
failure - swelling in the hands and feet, shortness of breath, fatigue 
and chest pain. Now Mildred knows when she should call her physi-
cians. When she does call, reports Mildred, she never has a problem 
reaching or getting a timely appointment with her cardiologist, Dr. 
Norris, or her primary care physician, Dr. Cynthia Paganinni. 
8 
"Medicare & More doctors are very caring and understanding," says 
Mildred. "I tell people turning 65 I wouldn't live without it." 
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Thanks to BCBSF's Medicare & More plan for 
seniors and our congestive heart failure program, 
Mildred Jenkins is back to fishing with her 
husband John and enjoying a better quality of life. 
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I .. 
For nine out of 10 Florida women, having a healthy baby is something 
that just happens. But for Stacy Elaine Parks, a businesswoman in 
Dania, FL, it's a miracle that takes more than Mother Nature. 
Last year, when Stacy was 14 weeks pregnant with her second child, 
her physician prescribed total bed rest. His concerns were under-
standable. Stacy has lupus, and in 1994, she gave birth to a baby 
girl two months prematurely. At 2 lbs. , 14 ozs., little Ashley was 
+ hospitalized for six weeks and has suffered from asthma. 
Then, in 1996, Stacy's lupus triggered a major stroke. It paralyzed her 
right side; she couldn't drive, eat very well or talk without stuttering. It 
took six months of therapy before she could function normally. 
: "I was just getting all my muscle function back again," says the 
: 31-year-old owner of a five-person insurance agency in North 
+ Miami. "And I feared bed rest would cause me to regress." 
So Stacy contacted Rebecca Valdes, R.N., her nurse care manager from 
BCBSF's Healthy Addition program - a voluntary prenatal education and 
intervention program designed to help ensure healthy outcomes for 
high-risk pregnancies. Rebecca led her to Dr. Miguel Venereo, an obste-
trician who supported Stacy's desire to remain active. 
During the next six months, Rebecca, Dr. Venereo and Dr. Jaime 
Rodriguez, the case perinatologist, talked regularly as Stacy moni-
tored herself twice a day - often in her office while she worked. 
1 Rebecca arranged for nurses from a home health agency to check on 
• Stacy daily and give her injections to strengthen the baby's lungs. 
Rebecca was a constant, reassuring voice to Stacy and her husband, 
Danny - especially as Stacy neared her 31st week, the period when 
Ashley had been born. "I love Rebecca," says Stacy. "She really cared 
about me. She made sure the nurse came to give me injections; she 
called my physicians' offices to make sure everything was okay. Rebecca 
wasn't just a nurse, she was a friend." 
: Last August, Rebecca called Stacy at the hospital. "What are you 
• doing in the hospital, Stacy?" 
Her answer: "I'm having my baby" - a beautiful five-pound bundle 
of joy named Jacob. 
A Healthy Addition nurse for five years and the mother of a seven-
year-old daughter herself, Rebecca was impressed: "Stacy overcame 
so much - all the things that put this pregnancy at odds. I'm 
, proud that, through our program, Stacy could stay out of the hospi-
+ tal, manage her household and business and still have that baby." 
Stacy, who was covered by a different health plan when her daughter 
was born, credits BCBSF's Healthy Addition and Rebecca Valdes for 
Jacob's healthy delivery. "This is the ultimate in care," she says. "If 
BCBSF didn't have a Healthy Addition program, I don't know if I would 
have had a healthy baby. And if I had had them before, I might not 
have had all the problems with Ashley." 
With a full heart, Stacy says, "Rebecca was great. I owe her Jacob." 
Stacy Elaine Parks 
10 
Stacy Elaine Parks says her new baby, 
Jacob, a beautiful five-pound bundle of joy, 
is the result of a prenatal team effort led 
by BCBSF's Healthy Addition program. 
11 
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Join Tommy Bowling during his air battle against mosquitoes, and 
you'll see his head swivel constantly in search of tall trees, transmis-
sion towers or winds that could misdirect the payload of his helicopter 
or DC-3. Certain things, says the Lee County Mosquito Control District 
pilot, need worrying about. 
On the ground, however, the veteran pilot ticks off some things he 
is not worried about. His aircraft and equipment, for one, which are 
good and well-maintained. Ditto, he says, for health coverage -
whether it's for himself, his wife (who's disabled with lupus) or his 
: children. Even when the kids went out of state for college, they 
+ were covered by his BCBSF plan. 
"In terms of concerns, it's the furthest thing from my mind," says 
Tommy, 55, who's been with the District for nine years. "My experi-
ence with Blue Cross and Blue Shield has been nothing but the best." 
His is a familiar story. For the past 40 years, BCBSF has been 
providing health coverage for the District's employees who battle 
mosquitoes, encephalitis and stream-choking water hyacinths. And 
because they know BCBSF cares about their personal health, the 
, District's 80-plus workers can concentrate on protecting the public 
,.. health and environment of Lee County and its 300,000 citizens. 
T. Wainwright Miller, the Director of the District for its first 36 years, 
says they initially chose BCBSF because "We thought it was the best 
coverage for the least amount of money." 
The quality of that decision has been underscored throughout 
the years, says Mr. Miller. Other insurers have offered to reduce 
premiums - by offering inferior coverage. "They've told me, 
, 'We can't give you the coverage you've got with BCBSF for the 
~ money you're paying,"' he says. 
That's still the case today with the coverage the District receives through 
BCBSF's Preferred Provider Care (PPC) plan - a plan that consists of a 
network of participating physicians and hospitals. The District opted 
for the PPC plan seven years ago, and employees appreciate the flexi-
bility. Even more important, they like the personal treatment they get 
from BCBSF care managers when they're battling an illness or have 
special needs. 
I 
Administrative aide Janyce Kistler, who has the most seniority with 
28 years, agrees. "We're very fortunate to have the quality coverage 
we do. Whenever I have submitted a claim, Blue Cross and Blue 
,.. Shield has always taken care of it right away." 
Bill Opp, the current District Director, says one of the attractions 
of working for such a government agency is security - including 
a reliable health plan. 
12 
"A lot of employees have been here for many, many years. As they 
get older and need health assistance," he says, "one of the most 
valuable benefits is a health care program they can depend on -
like BCBSF." 
,) 
Tommy Bowling, a pilot for the 
Lee County Mosquito Control District, says he 
doesn't have to worry about his family's 
health care coverage - because they 're covered 
by BCBSF's Preferred Provider Care plan. 
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B CBSF knows it's important for physicians to spend as much ti 
as possible with their patients. That's why BCBSF is beginnin me 
. l t . . l . g to imp emen an mnovative e ectromc program - called Virtual Offi Ce-
that will fundamentally change how BCBSF interacts with partici af 
h . . d ·11. · f P mg p ysicians an wi improve service or our members. 
Virtual Office will allow physicians and their staffs to spend less 
time on administrative matters and more time focusing on the 
n~eds of thei_r pat_ients. When fully oper~tional, this new capability 
will greatly s1mphfy the paperwork assonated with a trip to the 
physician's office and help ensure positive health care experiences 
"' for patients. 
The first phase of Virtual Office is underway in north Florida. "It's 
really been very beneficial to our practice," says Guy Selander, M.D., 
the senior partner of Jacksonville Family Practice and a participating 
physician in the BCBSF network. 
For example, determining a patient's insurance eligibility and 
benefits used to involve time-consuming phone calls for his 
staff. Now, he says, Virtual Office provides a direct connection 
to BCBSF, and up-to-date information can be brought up on a 
computer screen in minutes. Before, it used to take several 
working days to get a patient referral clearance. With Virtual Office, 
it takes about five minutes for a referral to be approved and printed 
out for his patients. Treatment authorizations also are just a 
+ keyboard click away. 
"Our BCBSF patients are thrilled that they don't have to wait for a 
referral or for their insurance to be confirmed," says Isabelle Jones, 
the office manager in Dr. Selander's office. "Our other patients have 
noticed how quickly Blue Cross patients get in and out of our office. 
And many of them have asked how it works and why their insurance 
companies don't have it." 
Says Dr. Selander, who was the first provider to use Virtual Office, 
"Happier patients are much easier to care for. Their total 
perception of me and the care I give them is tied to how efficient 
or inefficient my office appears to be. Anything that smoothes 
: out what appears to be a painfully long process helps my 
+ practice." 
As Virtual Office is rolled-out across the state over the next couple of 
years, it will simplify the daily interactions between BCBSF and the 
physicians who care for our two million customers by establishing a 
24-hour information link between the medical community and BCBSF, 
reducing administrative paperwork, and, ultimately, shortening the 
time it takes for a physician to get reimbursed for treating a BCBSF 
patient. 
14 
"Today, health care involves an insurance company, the provider 
and the patient " says Darlene Schewe the business manager of , , . v· tual Office is all 
Jacksonville Family Practice. "And what I see m H 
of us working together as a team to give the patient the bes~ care 
possible. Virtual Office is a win-win for everyone involved. 
Physicians wHl have 
Dr. Guy Selander and Referrals Coordinator 
Tabatha Taylor agree that BCBSF's 
Virtual Office capability simplifi-es paperwork, 
improves efficiency and helps ensure 
positive experiences for patients. 
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collecting 6,000 lbs. 
of food, raising 
821,000 for the 
lviarch of Ditnes 
and 86,500 for the 
.Jacksonville lviarines' 
Toys for Tots 
program, and pledging 
8566,036 
to United \Vay. 
I • Employees pounded nails and wielded paint brushes in north Florida. 
They adopted angels in central Florida. And they distributed food for 
the holidays in south Florida. Through numerous outreach programs, 
BCBSF employees send a caring message to their fellow Floridians. 
Last year, employees in Jacksonville helped build a home for 
Beverly White under the auspices of Habi]ax, the local Habitat 
for Humanity International affiliate. "It means the world to me," 
says Beverly, who worked for two-and-a-half years in the kitchen at 
BCBSF's headquarters cafeteria. During construction, Beverly recog-
nized many of the BCBSF volunteers who worked on her Habi]ax 
+ house and an adjacent one. "It was like a family thing," she says. 
After installing some windows, Mario Rubio, BCBSF's director of 
Medicare Part B customer service, walked Beverly and her children 
through the house and shared their excitement. "It made me feel 
good to help a family get their first home," he says. 
Adds Larry Tremonti, M.D., BCBSF's vice president for care and 
delivery system management and the vice chairman of Habi]ax' 
volunteer board of directors, "We are all stewards of our communi-
+ ties. This strengthens neighborhoods and builds communities." 
When 15-year-old Christy thinks of BCBSF, she remembers whizzing 
down Space Mountain in Walt Disney World Resort and tackling a 
lollipop so big it took two days to eat. Christy was one of 70 children 
and 25 staff members from The Children's Home who enjoyed an all-
expenses-paid day at the resort. BCBSF employees in Tampa, Orlando, 
Fort Myers and Sarasota, along with some BCBSF vendors, donated 
$4,000 for the trip through a program they named "Adopt an Angel." 
: "Disney was a great experience for me, especially at this time in 
: my life when I'm a little down," said Christy, a talented performing 
• arts student who praised the generosity of BCBSF employees. 
And in south Florida, for the sixth straight year, BCBSF donated funds 
for food, and BCBSF employees helped CAMACOL, the Latin Chamber 
of Commerce of the USA, distribute 12,500 pounds of food to 2,500 
needy families during the holiday season. 
Suzie Reizen, manager of BCBSF's Metro-Dade County Service Unit, 
had tears in her eyes after handing out her last canvas bag stuffed 
with rice, breadstuffs and ham. "People who came through the 
line were extremely sick and didn't have money to spare," she says. 
+ "It was just a great way of giving, a great feeling." 
"It's not only Blue Cross' financial contribution, but the caring involve-
ment of their employees in this and other programs, such as our domi-
noes tournament, that makes it possible for us to touch so many people 
in such a positive way," says Luis Sabines, CAMACOL's president, who 
offers a resounding "muchas gracias" to BCBSF employees. 
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This interaction of BCBSF people throughout Florida is driven, 
says Armando Luna, Jr., sales vice president in south Florida, by a 
simple, powerful fact: "We care for the communities we live in." 
BCBSF employees 
Memories of a trip to Walt Disney World, funded 
and organized by BCBSF employees in central Florida, 
help brighten the days of children living in The 
Children's Home in Tampa. Pictured left to right: 
Shereka Anderson, Michael Zibung (front), 
Latashia Smith and Michael Estrada. 
(Mouse ears used by permission from Disney Enterprises, Inc.) 
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Beverly White recalls how, 
one week last June, 100 BCBSF 
employees helped build her 
new house in north Florida -
the home she never thought 
she'd own. "It's still a dream," 
says the single working mother. 
BCBSF's financial contributions and employee 
support help CAMACOL, the Latin Chamber 
of Commerce of the USA, make a positive difference 
in the Latin community in south Florida through 
food drives and community events such as dominoes 
tournaments. Pictured left to right: Raynaldo Goenaga, 
Julio Luis, Jose Palli and Ruben Hernandez. 










collecting 6,000 lbs. 
of food, raising 
$21,000 for the 
l\ilarch of Ditnes 
and $6,500 for the 
acksonville l\ilarines' 
Toys for Tots 
rogram, and pledging 
$566,036 
to United \Vay. 
I 
+ 
Employees pounded nails and wielded paint brushes in north Florida. 
They adopted angels in central Florida. And they distributed food for 
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with rice, breadstuffs and ham. "People who came through the 
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noes tournament, that makes it possible for us to touch so many people 
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offers a resounding "muchas gracias" to BCBSF employees. 
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Standing: Edward L. Boykin , Walter S. Mclin Ill, Lewis A. Doman (Vi ce Chairman), Bernal Quiros, Henry H. Beckwith , Hugh M. Brown, 
Gonzalo F. Valdes-Fauli , W.D. (Bill ) Frederick, Jr. , Frank P. Scruggs , Jr., Yank D. Coble, Jr. , M.D., and Michael Cascone, Jr. (President & COO). 
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* Effective fuly 1, 1998, William E. Flaherty will retire as CEO; he will remain as Chairman. Michael Cascone, fr., will be President and CEO. 
Report of Independent Accountants 
' Blue Cross and Blue Shield of Florida, Inc. and subsidiaries 
To the Board of Directors of 
Blue Cross and Blue Shield of Florida, Inc.: 
We have audited the accompanying consolidated balance sheets of Blue Cross and Blue 
Shield of Florida, Inc. and subsidiaries as of December 31, 1997 and 1996, and the relat-
ed consolidated statements of income and policyholders' equity and cash flows for the 
years then ended. These financial statements are the responsibility of the Company's 
management. Our responsibility is to express an opinion on these financial statements 
based on our audits. 
We conducted our audits in accordance with generally accepted auditing standards. 
Those standards require that we plan and perform the audit to obtain reasonable 
assurance about whether the financial statements are free of material misstatement. 
An audit includes examining, on a test basis, evidence supporting the amounts and 
disclosures in the financial statements. An audit also includes assessing the accounting 
principles used and significant estimates made by management, as well as evaluating 
the overall financial statement presentation. We believe that our audits provide a 
reasonable basis for our opinion. 
In our opinion, the financial statements referred to above present fairly, in all material 
respects, the consolidated financial position of Blue Cross and Blue Shield of Florida, Inc. 
and subsidiaries as of December 31, 1997 and 1996, and the consolidated results of their 
operations and their cash flows for the years then ended in conformity with generally 
accepted accounting principles. 
~-,~~-£/: 
Jacksonville, Florida 
February 20, 1998 
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Report of Independent Accountants 
' Blue Cross and Blue Shield of Florida, Inc. and subsidiaries 
To the Board of Directors of 
Blue Cross and Blue Shield of Florida, Inc.: 
We have audited the accompanying consolidated balance sheets of Blue Cross and Blue 
Shield of Florida, Inc. and subsidiaries as of December 31, 1997 and 1996, and the relat-
ed consolidated statements of income and policyholders' equity and cash flows for the 
years then ended. These financial statements are the responsibility of the Company's 
management. Our responsibility is to express an opinion on these financial statements 
based on our audits. 
We conducted our audits in accordance with generally accepted auditing standards. 
Those standards require that we plan and perform the audit to obtain reasonable 
assurance about whether the financial statements are free of material misstatement. 
An audit includes examining, on a test basis, evidence supporting the amounts and 
disclosures in the financial statements. An audit also includes assessing the accounting 
principles used and significant estimates made by management, as well as evaluating 
the overall financial statement presentation. We believe that our audits provide a 
reasonable basis for our opinion. 
In our opinion, the financial statements referred to above present fairly, in all material 
respects, the consolidated financial position of Blue Cross and Blue Shield of Florida, Inc. 
and subsidiaries as of December 31, 1997 and 1996, and the consolidated results of their 
operations and their cash flows for the years then ended in conformity with generally 
accepted accounting principles. 
~-y~~-:C/? 
Jacksonville, Florida 
February 20, 1998 
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Cash and cash equivalents 
Total investments 
Receivables: 
Premiums and other 
Reimbursable contracts 
Federal Employees Health Benefits Program 
Property and equipment, net 
Deferred expenses and other assets 
Total assets 
LIABILITIES 




Total liabilities for policyholder benefits 
Unearned premium income: 
Premiums 
Federal Employees Health Benefits Program 
Accrued payroll and related benefits 
Bank overdrafts 

















$ 1,846.5 $ 1,629.4 











$ 1,846.5 $ 1,629.4 
See accompanying notes to consolidated fi.nancial statements. 
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Consolidated Statements of 
_Income and Policyho1ders' Ew1ity 
Blue Cross and Blue Shield of Florida, Inc. and subsidiaries 
Revenue 
Investment and related income 
Total revenue 
Claims and medical expense 
Operating expense 
Total expenses 
Income before income taxes 
Provision for income taxes: 
Current 
Deferred 
Total provision for income taxes 
Net income 
Policyholders' equity, beginning of year 
Change in net unrealized gains and losses on 
investments, net of deferred income taxes 
Policyholders' equity, end of year 

















$ 836.1 $ 758.9 
See accompanying notes to consolidated fi.nancial statements. 
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Consolidated Statements of Gash Flows 
' Blue Cross and Blue Shield of Florida, Inc. and subsidiaries 
22 
Cash flows from operating activities: 
Premiums and other revenue received 
Claims and medical expense paid 
Cash paid to suppliers and employees 
Interest and dividends received 
Income taxes paid 
Net cash provided by operating activities 
Cash flows from investing activities: 
Proceeds from investments sold 
Proceeds from investments matured 
Cost of investments purchased 
Purchase of property and equipment 
Net cash used in investing activities 
Net increase in cash and cash equivalents 
Cash and cash equivalents, beginning of year 
Cash and cash equivalents, end of year 
For the years ended 











(2,754.3) (2,645 .9) 




$ 174.0 $ 142.0 
See accompanying notes to consolidated "financial statements. 
+v Blue Cross and Blue Shield of Florida, Inc . and subsidiaries 
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Consolidated Statements of Gash Flows 













Reconciliation of net income to net cash 
provided by operating activities: 
Net income 
Adjustments to reconcile net income to net cash 
provided by operating activities: 
Depreciation and amortization 
Amortization of investment discounts 
and premiums, net 
Net realized gain on sale of investments 
Net realized loss on disposal of equipment 
Decrease (increase) in certain assets: 
Premiums and other receivables 
Reimbursable contracts receivable 
Deferred expenses and other assets 




Unearned premium income 
Accrued payroll and related benefits 
Bank overdrafts 
Accounts payable and accrued expenses 
Total adjustments 
Net cash provided by operating activities 
I 
I 
For the years ended 
December 31, 
1997 






































See accompanying notes to consolidated "financial statements. 
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GonsoHdated Statements of Gash Flows 
Blue Cross and Blue Shield of Florida, Inc. and subsidiaries 
For the years ended 
December 31, 
1997 1996 
Reconciliation of net income to net cash 
provided by operating activities: 
Net income 
Adjustments to reconcile net income to net cash 
provided by operating activities: 
Depreciation and amortization 
Amortization of investment discounts 
and premiums, net 
Net realized gain on sale of investments 
Net realized loss on disposal of equipment 
Decrease (increase) in certain assets: 
Premiums and other receivables 
Reimbursable contracts receivable 
Deferred expenses and other assets 




Unearned premium income 
Accrued payroll and related benefits 
Bank overdrafts 
Accounts payable and accrued expenses 
Total adjustments 
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0 S UMMARY OF O RGANIZATION AND 
S IGNIFICANT ACCOUNTING P OLICIES 
ORGANIZATION 
Blue Cross and Blue Shield of Florida, Inc. (the Plan), a mutual 
insurance company, offers a wide range of health care products 
including traditional health insurance, preferred provider organi-
zation products, health maintenance organization products 
(through its wholly-owned subsidiary, Health Options, Inc.) and 
special products such as dental and wellness programs marketed 
throughout Florida. Life insurance products are marketed in 
Florida by Florida Combined Life Insurance Company, Inc., a 
, wholly-owned subsidiary. Workers' compensation products will 
be marketed in 1998 by Comp Options, Inc., a wholly-owned 
subsidiary. 
During the reporting periods, the Plan acted as an administrator 
for other Blue Cross and Blue Shield Plans and employer groups, 
and for programs such as Medicare. 
The Plan is an independent licensee of the Blue Cross and Blue 
Shield Association. The Association owns the Blue Cross and 
Blue Shield service marks and establishes national policies and 
sets certain operating and financial guidelines for the indepen-
dent Blue Cross and Blue Shield Plans. The Association is not an 
T affiliate or guarantor of the Plan. 
B ASIS OF PRESENTATION AND 
P RINCIPLES OF CONSOLIDATION 
The consolidated financial statements include the accounts of 
the Plan, its wholly-owned subsidiaries and Capital Health Plan, a 
controlled affiliate (the Company). All significant intercompany 
transactions have been eliminated. Certain amounts in the 
1996 financial statements have been reclassified to correspond 
to the 1997 presentation. 
The accompanying consolidated financial statements have been 
prepared on the basis of generally accepted accounting princi-
ples. The preparation of financial statements in conformity with 
generally accepted accounting principles requires the company 
, to use estimates and assumptions based on analytical methods in 
i determining deferred acquisition costs, deferred income taxes, 
! incurred and unreported claims, valuation of pension and other 
: benefit plans, and other various accruals. Actual results could 
T differ from those estimates. 
INVESTMENTS 
The Company's fixed maturities are comprised of U.S. Govern-
ment, Treasury and Agency instruments, corporate and munici-
pal bonds, commercial paper, and certificates of deposit. Fixed 
maturities and equity securities are classified as available-for-
sale and are carried at fair value, which is determined by pub-
lished market value. Changes in such value, net of deferred 
income taxes, are reflected as a direct credit or charge to 
policyholders' equity. 
Cash and cash equivalents consist of demand deposits, money 
I 
markets, overnight repurchase agreements and marketable secu-
rities with a maturity when purchased of less than ninety days. 
These investments are carried at cost, which approximates fair 
value. 
Net realized investment gains and losses are calculated on a first-
in first-out basis of identification. Realized gains and losses and 
declines in value judged to be other than temporary on avail-
able-for-sale securities are included in investment and related 
T income. 
CONCENTRATION OF CREDIT RISK 
Investments in cash in interest-bearing deposits with major 
banks and money market funds generally exceed federally 
insured amounts. Management reviews the financial stability of 
these institutions on a periodic basis and does not anticipate any 
credit losses. Fixed maturity marketable investments are diversi-
fied and rated BAA or better at the time of purchase by nationally 
recognized rating services. These credit ratings are periodically 
reviewed by management. Diversification is enforced by limiting 
individual non-government issues to no more than 5% of the 
• portfolio. 
R EVENUE R ECOGNITION 
I 
I 
: Premiums are billed in advance of coverage periods and recog-
nized as revenue pro-rata over the period of service or coverage. 
Other revenue is recognized in income when earned. 
' I ... 
R ECEIVABLES 
Receivables are reported net of an allowance for estimated uncol-
lectible amounts of $23.9 million and $15.5 million for 1997 
and 1996, respectively, based upon historical collection data and 
management's judgment of collectibility. 
The Plan records its proportional share of receivables and 
unearned premiums related to the Federal Employees Health 
Benefits Program (FEP). The amounts recorded for 1997 and 
• 1996 had no effect on net income. 
P ROPERTY AND EQUIPMENT 
Property and equipment are recorded at cost. Depreciation is 
computed on the straight-line method over the estimated useful 
lives of the assets. 
Property and equipment are reviewed for possible impairment 
whenever events or changes in circumstances indicate the carry-
ing amount may not be recoverable. No material losses were 
• incurred as a result of this review. 
D EFERRED ACQUISITION COSTS 
The costs of acquiring new business, principally direct marketing 
expenses, and certain expenses of policy issuance have been 
deferred. These expenses vary with, and are primarily related to, 
the production of certain Medicare supplemental products. 
The deferred acquisition costs of $24.0 million and $26.2 mil-
T lion, net of amortization, for 1997 and 1996, respectively, are 
~'fj Blue.Cross and Blue Shield of Florida , Inc . and subsidiaries 
Notes to Qonsoljdated Fjnancjal Statements 
· Blue Cross and Blue Shield of Florida, Inc. and subsidiaries 
included in deferred expenses and other assets and are being 
amortized over the expected premium-paying period of the 
T related policies. 
LIABILITIES FOR POLICYHOLDER BENEFITS 
The Company accrues for incurred and unreported claims based 
on historical paid and incurred claims data using actuarially 
accepted methods. The assumptions used in determining the 
liability are regularly reviewed and any adjustment resulting 
from these reviews is reflected in current operations. Processing 
costs related to such claims are expensed as incurred. See Note 5 
for an analysis of changes in the liability for claims outstanding. 
The liabilities for reimbursement contracts (national accounts, 
cost plus and minimum premium plan contracts) are also estab-
lished as receivables and have no effect on net income. 
The Company also issues a number of products which are priced 
in such a way as to level the claims cost due to aging over the 
expected duration of the policy. Prior to October 1, 1990, the 
Company had no contractual obligation to continue these prod-
ucts or to maintain the current pricing levels. Accordingly, no 
liability for policyholder benefits has been recorded in the 
accompanying balance sheets for the products issued prior to 
October 1, 1990. Such products issued after October 1, 1990 
may not be cancelled, and a liability for policyholder benefits 
• has been recorded using accepted actuarial valuation techniques. 
A CCRUED PAYROLL AND RELATED BENEFITS 
I 
I 




related to wages, salaries, vacation, pension, postretirement and 
postemployment benefits. 
EXPENSE REIMBURSEMENTS 
Operating expense is allocated to various lines of business in 
order to determine the expense reimbursement due from 
Medicare, where the Plan acts as a fiscal intermediary, and from 
other Blue Cross and Blue Shield Plans for which the Plan 
processes claims. The Plan is reimbursed for either costs incurred 
or amounts based on predetermined budgets. Reimbursements 
of $177.9 million for 1997 and $167.3 million for 1996 (which 
approximate the cost of administering these programs) are 
included in revenue. The actual cost of administration is included 
in operating expense. Reimbursements and claim payments are 
subject to audit by the respective agencies and any resulting 
T adjustments are reflected in current operations. 
INCOME TAXES 
The Company files consolidated federal and state income tax 
returns and provides for income taxes in accordance with State-
ment of Financial Accounting Standards No. 109, "Accounting 
for Income Taxes" (FAS 109). Under FAS 109, deferred tax assets 
and liabilities are determined based on the difference between the 
financial statement and tax bases of assets and liabilities using 
currently enacted tax rates and laws in effect for the year in which 








Fi xed maturities: 
U.S. Government 
& Agencies $ 440.4 
Mortgage-backed securities 72.0 
Public utilities 12.8 
Corporate 101.9 
Municipals 162.5 
Other 4 .8 
Total fixed maturities 794.4 





& Agencies $456.9 
Mortgage-backed securities 78.5 






Total fixed maturities 757.5 




Unrealized Unrealized Fai r 
Value Gains Losses 
(in millions) 
$ 8.5 $ 0.4 $ 448.5 
6.0 - 78.0 
0 .6 - 13.4 
3.0 0.1 104.8 
3.8 0 .5 165.8 
0.3 - 5.1 
22.2 1.0 815.6 
93.7 9.7 330.2 
$115.9 $ 10.7 $1,145.8 
1996 
Gross Gross 
Unrealized Unrealized Fair 
Gains Losses Value 
(in mill ions) 
$ 3.5 $ 1.9 $ 458.5 
7.4 0.4 85.5 
0.3 12.2 
1.7 1.1 116.7 
0.2 0.4 88.0 
0.2 6.1 
13.3 3.8 767.0 
57.1 2.8 243.8 
$ 70.4 $ 6.6 $1 ,010.8 
Policyholders' equity at December 31, 1997 includes $68.4 mil 
lion of net unrealized gains on investments, after deferred incom 
taxes of $36.8 million. Policyholders' equity at December 31, 
1996 includes $41.5 m illion of net unrealized gains on invest-
ments, after deferred income taxes of $22.3 million . 
The amortized cost and fair value of fixed maturities by co 
tractual maturity are shown below. Expected maturities wil 
differ from contractual maturities because borrowers may 
have the right to call or prepay obligations with or without 
• call or prepayment penalties. 
1997 1996 
Fair Fair 
Cost Value Cost Value 
(in millions) 
Due in one year or less $ 79.3 $ 80.2 $ 60.6 $ 60.8 
Due after one year 
through five years 349 .1 354.3 370.7 372.2 
Due after five years 
through ten years 177.4 182.6 163.1 163.6 
Due after ten years 116.6 120.5 84.6 84.9 
722.4 737 .6 679.0 681.5 
Mortgage-backed securities 72.0 78.0 78.5 85.5 
$794.4 $815.6 $757.5 
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Blue Cross and Blue Shield of Florida, Inc. and subsidiaries 
vlMARY OF ORGANIZATION AND 
NIFICANT ACCOUNTING POLICIES 
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gh its wholly-owned subsidiary, Health Options, Inc.) and 
products such as dental and wellness programs marketed 
;bout Florida. Life insurance products are marketed in 
1 by Florida Combined Life Insurance Company, Inc., a 
1-owned subsidiary. Workers' compensation products will 
rketed in 1998 by Comp Options, Inc., a wholly-owned 
iary. 
g the reporting periods, the Plan acted as an administrator 
1er Blue Cross and Blue Shield Plans and employer groups, 
,r programs such as Medicare. 
an is an independent licensee of the Blue Cross and Blue 
Association. The Association owns the Blue Cross and 
hield service marks and establishes national policies and 
:rtain operating and financial guidelines for the indepen-
llue Cross and Blue Shield Plans. The Association is not an 
te or guarantor of the Plan. 
OF PRESENTATION AND 
IPLES OF CONSOLIDATION 
:msolidated financial statements include the accounts of 
an, its wholly-owned subsidiaries and Capital Health Plan, a 
)lled affiliate (the Company). All significant intercompany 
1ctions have been eliminated. Certain amounts in the 
financial statements have been reclassified to correspond 
: 1997 presentation. 
ccompanying consolidated financial statements have been 
red on the basis of generally accepted accounting princi-
fhe preparation of financial statements in conformity with 
ally accepted accounting principles requires the company 
~ estimates and assumptions based on analytical methods in 
mining deferred acquisition costs, deferred income taxes, 
red and unreported claims, valuation of pension and other 
it plans, and other various accruals. Actual results could 
from those estimates. 
TMENTS 
'.:ornpany's fixed maturities are comprised of U.S. Govern-
' Treasury and Agency instruments, corporate and munici-
onds, commercial paper, and certificates of deposit. Fixed 
rities and equity securities are classified as available-for-
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and cash equivalents consist of demand deposits, money 
I 
markets, overnight repurchase agreements and marketable secu-
rities with a maturity when purchased of less than ninety days. 
These investments are carried at cost, which approximates fair 
value. 
Net realized investment gains and losses are calculated on a first-
in first-out basis of identification. Realized gains and losses and 
declines in value judged to be other than temporary on avail-
able-for-sale securities are included in investment and related 
" income. 
CONCENTRATION OF CREDIT RISK 
Investments in cash in interest-bearing deposits with major 
banks and money market funds generally exceed federally 
insured amounts. Management reviews the financial stability of 
these institutions on a periodic basis and does not anticipate any 
credit losses. Fixed maturity marketable investments are diversi-
fied and rated BM or better at the time of purchase by nationally 
recognized rating services. These credit ratings are periodically 
reviewed by management. Diversification is enforced by limiting 




I ! Premiums are billed in advance of coverage periods and recog-
! nized as revenue pro-rata over the period of service or coverage. 
T Other revenue is recognized in income when earned. 
RECEIVABLES 
I 
I ! Receivables are reported net of an allowance for estimated uncol-
: lectible amounts of $23.9 million and $15.5 million for 1997 
I 
: and 1996, respectively, based upon historical collection data and 
I 












The Plan records its proportional share of receivables and 
unearned premiums related to the Federal Employees Health 
Benefits Program (FEP). The amounts recorded for 1997 and 
1996 had no effect on net income. 
PROPERTY AND EQUIPMENT 
I 
I ! Property and equipment are recorded at cost. Depreciation is 
! computed on the straight-line method over the estimated useful 











Property and equipment are reviewed for possible impairment 
whenever events or changes in circumstances indicate the carry-
ing amount may not be recoverable. No material losses were 
incurred as a result of this review. 
DEFERRED ACQUISITION COSTS 
I 
I ! The costs of acquiring new business, principally direct marketing 
: expenses, and certain expenses of policy issuance have been 
! deferred. These expenses vary with, and are primarily related to, 
! the production of certain Medicare supplemental products. 
I ! The deferred acquisition costs of $24.0 million and $26.2 mil-
" lion, net of amortization, for 1997 and 1996, respectively, are 
4'(1 Blue Cross and Blue Shield of Florida, Inc. and subsidiaries 
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included in deferred expenses and other assets and are being 
amortized over the expected premium-paying period of the 
• related policies. 
LIABILITIES FOR POLICYHOLDER BENEFITS 
The Company accrues for incurred and unreported claims based 
on historical paid and incurred claims data using actuarially 
accepted methods. The assumptions used in determining the 
liability are regularly reviewed and any adjustment resulting 
from these reviews is reflected in current operations. Processing 
costs related to such claims are expensed as incurred. See Note 5 
for an analysis of changes in the liability for claims outstanding. 
The liabilities for reimbursement contracts (national accounts, 
cost plus and minimum premium plan contracts) are also estab-
lished as receivables and have no effect on net income. 
1 The Company also issues a number of products which are priced 
in such a way as to level the claims cost due to aging over the 
expected duration of the policy. Prior to October 1, 1990, the 
Company had no contractual obligation to continue these prod-
ucts or to maintain the current pricing levels. Accordingly, no 
liability for policyholder benefits has been recorded in the 
accompanying balance sheets for the products issued prior to 
October 1, 1990. Such products issued after October 1, 1990 
may not be cancelled, and a liability for policyholder benefits 
• has been recorded using accepted actuarial valuation techniques. 
ACCRUED PAYROLL AND RELATED BENEFITS 
I 
I 







































order to determine the expense reimbursement due from 
Medicare, where the Plan acts as a fiscal intermediary, and from 
other Blue Cross and Blue Shield Plans for which the Plan 
processes claims. The Plan is reimbursed for either costs ir1curred 
or amounts based on predetermined budgets. Reimbursements 
of $177.9 million for 1997 and $167.3 million for 1996 (which 
approximate the cost of administering these programs) are 
included in revenue. The actual cost of admir1istration is included 
in operating expense. Reimbursements and claim payments are 
subject to audit by the respective agencies and any resultir1g 
adjustments are reflected in current operations. 
INCOME TAXES 
The Company files consolidated federal and state income tax 
returns and provides for income taxes in accordance with State-
ment of Financial Accounting Standards No. 109, "Accounting 
for Income Taxes" (FAS 109). Under FAS 109, deferred tax assets 
and liabilities are determir1ed based on the difference between the 
financial statement and tax bases of assets and liabilities using 
currently enacted tax rates and laws in effect for the year in which 
the differences are expected to reverse. 
• INVESTMENTS 
I 
! Investments at December 31, 1997 and 1996 are as follows: 
I 
" 1997 Gross Gross 
Unrealized Unrealized Fair 




& Agenc ies $ 440.4 $ 8.5 $ 0.4 $ 448.5 
Mortgage-backed securities 72.0 6.0 - 78.0 
Public util ities 12.8 0.6 - 13.4 
Corporate 101.9 3.0 0.1 104.8 
Munic ipals 162.5 3.8 0.5 165.8 
Other 4.8 0.3 - 5.1 
Total fi xed maturit ies 794.4 22.2 1.0 815.6 
Equity securities 246.2 93.7 9.7 330.2 
$1,040.6 $115.9 $ 10.7 $1,145.8 
1996 
Gross Gross 
Unreal ized Unrealized Fai r 




& Agencies $456.9 $ 3.5 $ 1.9 $ 458.5 
Mortgage-backed securities 78.5 7.4 0.4 85.5 
Public utilities 11 .9 0.3 12.2 
Corporate 116 .1 1.7 1 .1 116.7 
Municipals 88.2 0.2 0.4 88.0 
Other 5 .9 0.2 6.1 
Total fi xed maturities 757.5 13.3 3.8 767.0 
Equity securities 189.5 57 .1 2.8 243.8 
$947.0 $ 70.4 $ 6.6 $1,010.8 
I 
























lion of net unrealized gains on investments, after deferred income 
taxes of $36.8 million. Policyholders' equity at December 31, 
1996 includes $41.5 million of net unrealized gains on invest-
ments, after deferred income taxes of $22.3 million. 
The amortized cost and fair value of fixed maturities by con-
tractual maturity are shown below. Expected maturities will 
differ from contractual maturities because borrowers may 
have the right to call or prepay obligations with or without 
call or prepayment penalties. 
1997 1996 
Fair Fair 
Cost Value Cost Value 
(in mill ions) 
Due in one year or less $ 79.3 $ 80.2 $ 60.6 $ 60.8 
Due after one year 
through five years 349.1 354.3 370. 7 372. 2 
Due after five years 
through ten years 177.4 182.6 163. 1 163. 6 
Due after ten years 116.6 120.5 84.6 84.9 
722.4 737.6 679.0 681.5 
Mortgage-backed securities 72.0 78.0 78.5 85.5 
$794.4 $815.6 $757.5 $767 .0 ., 
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Proceeds from sales of investments in fixed maturities during 
1997 and 1996 were $474.6 million and $979.0 million, respec-
tively. Gross gains of $3.3 million and $8.6 million and gross 
losses of $2.2 million and $12.7 million were realized on those 
• sales in 1997 and 1996, respectively. 










Build ings and improvements 
Equipment and other 
Total property and equipment 
Less accumulated depreciation 
















I Depreciation expense for 1997 and 1996 was $26.2 million and 
I 
: $22.6 million, respectively. Buildings and improvements, as of 
: December 31, 1997 and 1996, include $73.1 million and $46.8 
I million, respectively, for construction costs of the home office 
I 
'f' complex which was completed during 1997. 
















The Plan serves as an intermediary for the Medicare program. 
Additionally, the Plan acts as an administrator for other Blue 
Cross and Blue Shield Plans, employer groups and other organi-
zations. Claims relating to these programs, as shown in the fol-
lowing table, are not reflected in the accompanying consolidated 
+ financial statements. 
Medicare 















• LIABILITY FOR CLAIMS OUTSTANDING 
I 
I Activity in the liability for claims outstanding is summarized as 
I 




Balance at January 1 I $ 236.6 $ 225.3 
Incurred related to: 
Current year I 1,975.0 1,641.1 Prior years (2.6) (48) 
Total incurred 1 __ 1_,972.4 1,636.6 
Paid related to: 
I Current year 1,688.3 1,404.8 Prior years 234.0 220.5 
Total paid I 1,922.3 1,625.3 
Balance at December 31 I $ 286.7 $ 236.6 
I 
G EMPLOYEE PENSION PLAN 
The Company participates in a defined benefit, non-contributory 
pension plan covering substantially all of its employees. The plan 
provides benefits based on years of service and the employee's 
compensation in the years immediately preceding retirement. 
The plan is funded through the Blue Cross and Blue Shield 
National Retirement Trust, a collective investment trust which 
services the retirement programs of its participating employers. 
Assets of the National Retirement Trust consist primarily of listed 
equity securities and U.S. Government and corporate bonds. 
For financial reporting purposes, a pension plan is considered 
underfunded when the fair value of plan assets is less than the 
accumulated benefit obligation. The plan has assets in excess of 
the accumulated benefit obligation (actuarial present value of ben-
efits earned to date based on present salary levels) at December 31, 
1997 and 1996. The Company's funding policy is to meet the 
minimum requirements of applicable regulations within the limits 
of deductibility under current tax regulations. In conformity with 
that policy, the Company made additional contributions in 1997 
and 1996 which reduced the accrued pension liability. 
The following tables detail the components of pension expense, 
the funded status of the plan, amounts recognized in the Com-
pany's consolidated financial statements, and major assumptions 
+ used to determine these amounts: 
For the years ended December 31, 
1997 1996 
(in millions) 
Components of pension expense: 
Service cost $ 11.7 $ 11.6 
Interest cost 13.2 12.2 
Actual return on plan assets (33.0) (22.8) 
Amortization of unrecognized 
amounts 19.4 12.3 
Net pension cost I $ 11.3 $ 13.3 
Funded status of the pension plan: 
Plan assets at fair value at year-end $201.2 $162.0 
Actuarial present value of 
benefit obligations 
Vested 126.0 106.9 
Nonvested 15.5 13.7 
Accumulated benefit obligation 141.5 120.6 
Provision for future salary increases 65.0 57.6 
Projected benefit obligation at year-end 206.5 178.2 
Projected benefit obligation in 
excess of plan assets (5.3) (16.2) 
Unrecognized prior service cost .1 .2 
Unrecognized net (gain) loss (6.7) 2.4 
Unrecognized net assets (3.1) (3.7 
Accrued pension liability at year-end $(15.0) $ (17.3) 
Major assumptions: 
Discount rate 7.25% 7.50% 
Rate of increase in 
compensation levels 3.5%-7.0% 3.5%-7.0% 
Expected long-term rate of 
return on plan assets 9.0% 9.0% 
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I • • POSTRETIREMENT BENEFITS OTHER THAN PENSIONS AND POSTEMPLOYMENT BENEFITS 
i 
The Company provides certain health care and life insurance 
benefits to eligible retired employees. Generally, the health care 
coverages pay a percentage of most medical expenses reduced 
for any deductibles and payments made by government pro-
grams and other group coverages. Those covered by the HMO 
plan have authorized care fully covered except for required 
copayments. Life payments are generally provided by insurance 
contracts. The Company's current policy is to fund the cost of 
postretirement health care and life insurance plans on a pay-as-
you-go basis. 
: The components of net periodic postretirement benefit cost are 
+ as follows: 
For the years ended December 31, 
1997 1996 
(in millions) 
Service cost $2.6 $3.0 
Interest cost 3.9 3.7 
Amortization of plan amendments (1.3) ( 1 .1) 













benefit obl igation: 
Retirees and dependents $19.4 $16.8 
Actives eligible for benefits 
I 
4.1 4.6 
Actives not yet eligible I 36.1 33.9 
Total obligation 59.6 55 .3 
Unamortized prior plan amendments 21.5 22.8 
Unrecognized loss (6.4) _ (68) 
Net postretirement benefit liability 
recognized in the consolidated 
balance sheets $74.7 $71.3 
The accumulated postretirement benefit obligation (APBO) was 
determined using discount rates of 7.25% in 1997 and 7.50% 
in 1996 and an assumed compensation increase ranging from 
3.5% to 7.0% for 1997 and 4.0% to 7.0% for 1996. The health 
care cost trend rates for 1997 were assumed to be 8.4% declin-
ing to 5.0% in 8 years. Cost trend rates for 1996 were assumed 
to be 9.1% declining to 5.4% in 9 years. The effect of a 1.0% 
increase in the assumed health care cost trend rate would 
increase the APBO approximately 4.2% and 1.7% as of Decem-
ber 31, 1997 and 1996, respectively. The aggregate of the ser-
vice and interest cost components of net annual post-retire-
ment benefit cost would increase by approximately 3.8% in 
1997 and 1.5% in 1996. 
: The Company provides certain postemployment benefits, such 
i as disability coverages and severance pay, to former or inactive 
: employees during the time period following employment but 
I 
: before retirement. The 1997 and 1996 accrued liability for 
i these benefits was $10. 7 million and $10.1 million, 
+ respectively. 
• RENTALS UNDER OPERATING LEASES 
I 
: The Company leases office space and data processing and office 
I equipment under leases which expire on various dates through 
I 
: 2002 and thereafter. The following is a schedule of future mini-
I mum rental payments due under operating leases that have initial 
+ or remaining non-cancelable lease terms in excess of one year: 

















Rental expense for 1997 and 1996 was $28.4 million and $27.5 million, respectively. 













The components of the net deferred tax liability (included in the 
consolidated balance sheets in accounts payable and accrued 
expenses) at December 31, 1997, and the net deferred tax asset 
(included in the consolidated balance sheets in deferred expenses 




Gross deferred tax assets: 
Property and equipment $ 27.7 $ 28.2 
Other liabilities and reserves 23.5 20.8 
Accrued expenses 54.1 52.9 
Miscellaneous 5.1 3.5 
Policy acquisition costs 7.0 3.3 
Alternative minimum tax credits 62.4 7.7 
Valuation allowance (125.1) (51.8) 
Total gross deferred tax assets 54.7 64.6 
Gross deferred tax liabilities: 
Reserves 18.7 15.3 
Unrealized gain on investments 36.8 22.3 
Other 12.6 13.6 
Total gross deferred tax liabilities 68.1 51.2 
Total net deferred tax (l iability) asset $(13.~ $13.4 
: Reconciliation of the differences between income taxes comput-, 
: ed at statutory federal rates and the consolidated provision for 
+ income taxes for 1997 and 1996 is as follows: 
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For the years ended December 31, 
1997 1996 
Amount Rate Amount Rate 
Income taxes computed at 
statutory federal tax rate 
State tax provision, 
$27.4 
(in millions) 
35.0% $37.3 350% 




Tax cred its 
Deduction for intangible 
asset dispositions 
Change in valuation 







(0.3%) 4.6 4.3% 
(6.7%) (3.4) (3.2%) 
(15.6%) (9.4) (88%) 
(71.0%) 
93.6% 8.2 7.7% 
Provision for income taxes 
at effective tax rates $27.4 35.0% $37.3 35.0% 
The net deferred tax liability and asset include federal alternative 
minimum tax (AMT) credit carryforwards of $62.4 million and 
$7.7 million, as of December 31, 1997 and 1996, respectively. 
These credits may be utilized to offset future tax liabilities to the 
extent that the Company's regular tax liability exceeds the alterna-
tive minimum tax liability. The AMT credits result from the pay-
ment of federal alternative minimum tax from 1989 through 1995 
and may be carried forward indefinitely. 
, The IRS is currently examining the Company's federal income tax 
! returns for the years 1991 through 1995. In the opinion of manage-
: ment, adjustments resulting from these examinations will not have 
+ a material adverse effect on the Company's financial condition. 
CD STATUTORY REPORTING 
I 
The consolidated financial statements of the Company included 
herein have been prepared in conformity with generally accept-
ed accounting principles (GAAP). The Plan and its subsidiaries 
separately report to the Insurance Department of the State of 
Florida on the basis of statutory accounting practices. 
A reconciliation between consolidated GAAP policyholders' equi-
T ty and statutory surplus of the Plan follows: 
Consolidated policyholders' 
equity (GAAP) 
Less certain asset exclusions: 
Net investments in subsidiaries 
Accounts receivable, net 
Property, equipment and other 
Deferred expenses and other 
Additional statutory claims reserves 
Additional statutory active life reserves 
Statutory investment reserves 
GAAP accounting rules: 
Postreti rement benefits (FAS 106) 
Postemployment benefits (FAS 112) 
Investments (FAS 115) 
Pension accrual (FAS 87) 
Other, net 





















: Results of operations under GAAP reconciled to a statutory basis 
+ are as follows: 
Consolidated net income on 
a GAAP basis 
Subsidiaries' net (income) loss 
Plan net income 
Additional statutory reserves 
GAAP pension expense (FAS 87) 
GAAP deferred taxes 
GAAP accounting rules: 
Postretirement benefits (FAS 106) 
Postemployment benefits (FAS 112) 
Other 
Statutory net income of the Plan 
(f) CONTINGENCIES 







2 .0 (2.4) 






In the normal course of its business operations, the Company is 
involved in routine litigation from time to time with insureds, 
beneficiaries, and others, and a number of such lawsuits were 
pending at December 31, 1997 . 
In the opinion of management, based upon the advice of legal 
counsel, there will be no material adverse effect on the Compa-
ny's financial position or results of operations resulting from the 
T aforementioned litigation and claims. 
• LINES OF CREDIT The Company may borrow up to $220.0 million at floating rates under two revolving facilities. Agreements governing borrowing 
include typical covenants which serve to limit asset dispositions, 
the incurring of additional indebtedness and any material changes 
in general lines of business. Commitment and facility fees are 
paid based on the used and unused portions of the facilities. 
Under one facility, $200.0 million is available to the Company 
through August 20, 2002 for general corporate purposes. The 
remaining $20.0 million is available to the Company through 
August 19, 1998 for working capital purposes. No amounts were 
T outstanding under these agreements at December 31, 1997. 
e IMPACT OF THE YEAR 2000 
Some of the Company's older computer programs were written 
using two digits rather than four to define the applicable year. 
As a result, those computer programs have time-sensitive soft-
ware that may recognize a date using "00" as the year 1900 
rather than the year 2000. 
The Company has completed an assessment and will modify or 
replace affected software so that its computer systems will 
function properly with respect to dates beginning in the year 
2000. To the best of management's knowledge and belief, and 
based on the work completed to date, the required modifications 
or replacements of the Company's software to process data after 
the turn of the century are not anticipated to pose significant 
operational problems. 
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Association of North America 
for its 1997 business 
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The company and 
its employees recycled 
3,021,425 pounds of material 
including paper, glass, tin, 
aluminum and plastic 
and helped save: 
10,564,470 gallons of water; 
6,187 ,761 kilowatt hours of energy; 
25,657 trees; and 
4,528 cubic yards of landfill space. 
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